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War  and  United  States-Latin  American  Trade 


BY  HOWARD  J.  TRUEBLOOD 

with  the  cad  of  the  Research  Staff  of  the  Foreign  Policy  Association 


THE  impact  of  the  European  war  on  commercial 
relations  between  the  United  States  and  Latin 
America  cannot  be  forecast  accurately  in  advance, 
but  an  analysis  of  existing  trade  ties  sheds  some 
light  on  the  changes  which  may  be  expected  to 
occur.  The  early  months  of  the  war  have  already  dis¬ 
located  previous  trade  and  shipping  channels.  Yet, 
owing  partly  to  forewarnings  of  the  conflict  and 
partly,  perhaps,  to  the  high  degree  of  pan-American 
cooperation  achieved  during  the  past  few  years,  the 
shock  has  been  considerably  lessened. 

The  convocation  of  an  inter-American  confer¬ 
ence  at  Panama  City  on  September  23,  less  than 
three  weeks  after  the  outbreak  of  war,  is  in  sharp 
contrast  with  the  lack  of  unity  displayed  twenty- 
five  years  earlier.  The  principal  issue  at  stake  in 
1939  was  the  problem  of  safeguarding  the  neutral¬ 
ity  of  the  American  Republics;  and  the  Declaration 
of  Panama  expressed  their  determination  to  avoid 
entanglement  in  the  European  war  by  establishing 
a  “safety  belt,”  extending  in  some  cases  to  a  dis¬ 
tance  of  600  miles  off  shore,'  within  which  belli¬ 
gerents  would  be  asked  to  refrain  from  acts  of  war. 
Whatever  the  effectiveness  of  this  cordon  sanitaire 
in  a  practical  sense,  its  political  implications  are 
plain. 

The  Conference  also  revealed  that  the  American 
Republics  were  fully  aware  of  the  necessity  for  co¬ 
operation  in  the  economic  and  financial  spheres. 
With  this  end  in  view,  a  committee  of  twenty-one 
economic  experts — representing  each  of  the  indi¬ 
vidual  republics — was  formed  to  survey  the  effect 
of  hostilities  on  the  New  World  and  to  deal  with 
specific  monetary,  financial  and  commercial  prob¬ 
lems.^  This  Inter-American  Financial  and  Eco¬ 
nomic  Advisory  Committee  began  its  sessions  in 
Washington  on  November  15  under  the  chairman¬ 
ship  of  Sumner  Welles,  Under-Secretary  of  State,^ 
The  day  before,  the  Pan-American  Treasury  Con- 

1.  Cf.  U.S.  Department  of  State,  Bulletin,  October  7,  1939. 

2.  Ibid. 

3.  Cf.  The  New  Yorl{  Times,  November  16,  1939. 


ference — provided  for  by  the  Lima  Conference  in 
December  1938 — convened  in  Guatemala  City  to 
consider  another  aspect  of  closer  inter-American 
economic  cooperation.'* 

The  European  war  has  thus  accelerated  the  tight¬ 
ening  of  commercial  and  financial  bonds  between 
the  United  States  and  Latin  America — a  process 
which  had  been  under  way  for  some  time.  In  Oc¬ 
tober  the  Department  of  State  announced  its  in¬ 
tention  of  negotiating  trade  agreements  with  Chile 
and  Uruguay,  a  similar  announcement  having  been 
made  with  respect  to  Argentina  on  the  eve  of  hostil¬ 
ities.’  On  November  6  negotiations  with  Venezuela, 
announced  on  July  12, 1938,  were  terminated  success¬ 
fully  with  the  signing  of  an  agreement.^  To  these 
must  be  added  the  nine  pacts  which  had  gone  into 
force  before  the  war.  The  “Good  Neighbor”  policy 
has  also  been  pursued  in  separate  financial  agree¬ 
ments  with  various  Latin  American  countries.  In¬ 
tegration  of  these  and  other  measures  in  a  compre¬ 
hensive  plan  to  place  trade  relations  in  the  Western 
Hemisphere  on  a  permanently  sound  basis — in  time 
of  war  as  well  as  peace — is  the  aim  of  the  Wash¬ 
ington  Administration.^ 

LATIN-AMERICAN  TRADE,  I914-I918 

In  considering  the  probable  effect  of  the  Euro¬ 
pean  war  on  inter-American  commercial  relations, 
the  record  of  the  1914-1918  conflict  is  a  convenient 
— if  not  entirely  reliable — ^guidepost.  During  1913, 
the  last  “normal”  trade  year  for  over  a  decade,  the 
twenty  Latin  American  republics  exported  $1,552,- 
800,000  worth  of  goods,  of  which  the  United  States 
took  30.8  per  cent,  the  United  Kingdom  21.2  per 
cent,  and  Germany  12.4  per  cent.®  As  a  result  of  the 

4.  Ibid.,  November  14,  1939. 

5.  U.S.  Department  of  State,  Bulletin,  August  26,  October  7, 
21,  1939. 

6.  Ibid.,  November  ii,  1939. 

7.  Cf.  radio  address  of  Under-Secretary  Welles,  ibid.,  October 

7,  1939- 

8.  Pan  American  Union,  “Latin  American  Foreign  Trade  in 
1937,”  foreign  Trade  Series  No.  171  (Washington,  I939)' 
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shock  caused  by  the  war,  the  1914  total  fell  to 
$1,331,300,000,  the  United  States  share  rising  to  36.2 
per  cent  and  that  of  the  United  Kingdom  to  21.4 
per  cent.  Exports  to  Germany  dropped  to  8.4  per 
cent  in  1914  and  were  completely  wiped  out  after 
the  early  months  of  the  war.^  Total  Latin  Amer¬ 
ican  exports  began  to  increase  in  1915,  and  this  ad¬ 
vance  was  not  halted  until  the  post-war  inflation 
)  peak  of  1920  was  reached — a  rise  of  125  per  cent 
j  over  sales  of  1913,  as  compared  with  55  per  cent 
j  from  1913  to  1918. 

As  might  have  been  expected,  the  greatest  in- 
'  crease  took  place  in  shipments  to  the  United  States, 
which  rose  from  $477,900,000,  or  30.8  per  cent  of 
)  the  total  in  1913,  to  $1,128,300,000,  or  46.8  per  cent 
I  of  Latin  American  exports,  in  1918.  When  the  high 
!  point  of  1920  was  reached,  Latin  American  exports 
to  the  United  States  were  valued  at  $1,570,300,000, 
i  a  gain  of  229  per  cent  over  1913.  By  comparison, 
i  British  imports  of  Latin  American  goods  expanded 
,  78.5  per  cent  from  1913  to  1918,  and  the  1920  figure 
was  only  slightly  higher. 

Much  of  the  increase  in  Latin  American  export 
values  during  the  war  and  the  immediate  post-war 
period  was  due  to  higher  commodity  prices.  No 
Latin  American  index  is  available,  but  in  the 
s  United  States  the  composite  index  of  raw  material 
prices  rose  106.2  per  cent  from  July  1914  to  Novem¬ 
ber  1918,  and  the  farm  product  index  110.5  per 
cent.*®  Typical  Latin  American  commodities,  such 
as  wheat,  wtx)l,  sugar  and  the  non-ferrous  metals, 
showed  particularly  wide  advances  during  the  war 
period.  At  the  same  time.  United  States  prices  for 
steel,  lard,  coal,  paper,  machinery,  textiles  and  other 
important  exports  to  this  area  also  increased.  The 
over-all  rise  in  prices  of  finished  products,  consti¬ 
tuting  the  bulk  of  Latin  American  imports,  how¬ 
ever,  was  slightly  less  than  that  of  export  goods. 
Consequently,  the  terms  of  trade  during  the  World 
War  appear  to  have  run  slightly — but  not  so  much 
'  as  is  generally  assumed — in  Latin  America’s  favor. 

I  Under  the  circumstances,  a  pronounced  expan- 
I  sion  in  Latin  American  imports  might  have  been 
•  expected  during  1914-1918.  Actually,  however,  the 
;  total  dropped  from  $1,321,800,000  in  1913  to  $955,- 
000,000  in  1914,  and  to  a  low  point  of  $887,800,000 
^  in  1915.  It  was  not  until  1918  that  the  1913  level  was 
surpassed,  and  that  year’s  total  of  $1,615,000,000 
represented  a  smaller  volume  of  gcxids  than  in  1913 
because  of  the  rise  in  prices.  The  “boom”  in  Latin 

9-  Unless  otherwise  stated,  these  and  subsequent  figures  have 
been  computed  from  U.S.  Department  of  Commerce  or  other 
official  sources. 

)  10.  Computed  from  Standard  Statistics  Co.,  Standard  Trade 

t  Securities,  Basic  Statistics,  Section  D,  April  29,  1938. 


American  imports  which  is  usually  asscKiated  with 
the  war  did  not  come  until  1919  and  1920,  and  in 
the  latter  year  imports  swelled  to  $2,884,600,000 — an 
increase  of  118  per  cent  over  1913.** 

Several  factors  contributed  to  the  somewhat  para¬ 
doxical  behavior  of  Latin  American  imports  be¬ 
tween  1914  and  1918.  The  most  obvious  reason  for 
the  abrupt  decline  was  the  sudden  withdrawal 
from  the  Latin  American  market  of  Germany, 
which  in  1913  had  supplied  this  area  with  16.6  per 
cent  of  its  imports.  France  and  Britain  continued 
to  rely  on  Latin  America  for  many  needed  sup¬ 
plies,  but  the  exigencies  of  war  prevented  them 
from  maintaining  exports  at  the  pre-war  level. 

The  United  States  substantially  improved  its 
competitive  position,  at  the  expense  of  the  Allies 
as  well  as  Germany.  In  1913  25  per  cent  of  Latin 
American  imports  came  from  the  United  States, 
24.4  per  cent  from  the  United  Kingdom,  16.5  per 
cent  from  Germany,  and  8.3  per  cent  from  France. 
By  contrast,  the  United  States  supplied  45.8  per 
cent  of  1918  imports,  followed  by  the  United  King¬ 
dom  with  15.6  and  France  with  3.7  per  cent.  Dur¬ 
ing  the  same  period,  total  Latin  American  imports 
from  the  United  States  rose  from  $333,200,000  to 
$739,400,000,  and  1920  brought  an  all-time  high  of 
$1,405,000,000.  Yet,  economic  and  financial  reper¬ 
cussions  of  the  war  prevented  a  rise  in  United 
States  exports  to  Latin  America  until  almost  a  year 
after  hostilities  began.*^ 

With  a  few  exceptions,  the  United  States  in  1914 
relied  on  Latin  America  for  much  the  same 
products  that  it  does  at  present.  Then,  as  now, 
coffee  and  sugar  were  the  two  most  important 
commodities  imported  from  this  area,  along  with 
cacao,  bananas,  hides  and  skins,  wool,  sodium  ni¬ 
trate,  copper,  sisal,  petroleum,  and  other  raw  ma¬ 
terials  and  foodstuffs.  The  United  States  no  longer 
imports  fresh  meat  from  South  America,  but  its 
place  has  been  taken  by  canned  beef.*^  Rubber  im¬ 
ports  from  Latin  America  have  long  since  been 
shifted  to  the  Far  East.  During  the  World  War, 
however,  the  United  States  turned  to  Latin  Amer¬ 
ica  for  many  products  formerly  purchased  else¬ 
where,  and  the  readjustment  of  trade  which  took 
place  at  that  time  has  been  largely  maintained. 

11.  Data  on  total  Latin  American  imports  from  “Latin  Amer¬ 
ican  Foreign  Trade  in  1937,”  cited;  and  Pan  American  Union, 
Foreign  Trade  of  Latin  America,  igio-tgag  (Washington,  Gov¬ 
ernment  Printing  Office,  1931). 

12.  The  value  of  United  States  exports  to  Latin  America  in 
the  fiscal  year  ended  June  30,  1915  was  10.7  per  cent  below  the 
1913-1914  fiscal  period. 

13.  In  the  fiscal  year  ended  June  30,  1914,  the  value  of  fresh 
meat  imports  from  South  America  was  $7,399,000,  as  compared 
with  $8,388,000  worth  of  canned  beef  imported  in  1938. 
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BASIC  FACTORS  IN  TRADE 

The  international  trade  position  of  Latin  Amer¬ 
ica  depends  on  world  demand  and  prices  for  a  rela¬ 
tively  limited  number  of  basic  raw  materials  and 
foodstuffs.  Eight  commodities — coffee,  corn,  cotton, 
copper,  frozen  and  chilled  meats,  sugar,  wheat  and 
wool — account  for  about  half  the  total  value  of  its 
exports,  and  cacao,  hides  and  skins,  bananas,  lin¬ 
seed,  petroleum  and  tin  make  up  most  of  the  re¬ 
mainder.  Aside  from  these,  Latin  America  exports 
other  products  which  are  less  impressive  in  terms 
of  value  but  are  of  great  importance  to  the  world 
and  particularly  to  the  United  States.  In  this  cate¬ 
gory  may  be  placed  casein,  castor  beans,  quebracho, 
sisal  and  henequen,  and  various  minerals,  includ¬ 
ing  antimony,  bauxite,  chromium,  iron  ore,  man¬ 
ganese,  platinum,  tungsten,  vanadium  and  zinc.*^ 

The  importance  of  Latin  Am.erican  exports  to  the 
economic  structure  of  the  rest  of  the  world  is 
greater  than  the  total  value  would  indicate.' ’ 
The  major  industrial  nations  of  the  world,  as 
shown  in  Table  I,  rely  heavily  on  the  Latin  Amer¬ 
ican  supply  of  key  commodities,  many  of  which 
can  be  obtained  only  with  difficulty  elsewhere. 
Most  of  the  tabulated  commodities,  as  well  as  a 
number  not  listed — such  as  meat,  petroleum,  tin, 
and  the  miscellaneous  products  mentioned  above — 
are  as  essential  to  industrial  nations  in  time  of  war 
as  in  time  of  peace.  Nevertheless,  it  is  apparent  that 
the  loss  of  German  trade,  valued  at  $181,683,000  in 

1938,  will  be  a  severe  blow  to  Latin  America,  even 
if  aggregate  purchases  by  other  countries  gradually 
increase.  For  example,  in  1937  Germany  purchased 
about  14.8  per  cent  of  Latin  American  cacao  ex¬ 
ports,  34.8  per  cent  of  catde  hides,  14.4  per  cent  of 
coffee,  16.6  per  cent  of  corn,  34.8  per  cent  of  cotton, 
13.5  per  cent  of  wheat,  and  33.3  per  cent  of  wool 
exports,  to  mention  a  few  specific  coiiunodities.'^ 

It  is  estimated  that  in  1938  Latin  American  im¬ 
ports  were  valued  at  $1,390,531,000.  Of  these  $497,- 
195,000,  or  35.8  per  cent  of  the  total,  came  from  the 
United  States;  $238,170,000,  or  17.1  per  cent,  from 
Germany;'^  $169,748,000  or  12.2  per  cent,  from  the 

14.  For  a  general  treatment  of  Latin  American  export  trade 
and  resources,  cf.  Howard  J.  Trueblood,  “Raw  Material  Re¬ 
sources  of  Latin  America,”  Foreign  Policy  Reports,  August  i, 

1939,  pp.  1 14  et  seq. 

15.  In  1938  the  value  of  total  Latin  American  exports  was 
equal  to  about  59  per  cent  of  foreign  shipments  of  the  United 
States  alone. 

16.  Cf.  “Raw  Material  Resources  of  Latin  America,”  cited, 
table,  p.  1 1 5.  During  the  early  months  of  the  European  war, 
Germany  evidently  was  able  to  carry  on  a  certain  amount  of 
both  export  and  import  trade  with  Latin  America.  Cf.  for  ex¬ 
ample,  The  New  Yor^  Times,  November  24  and  25,  1939.  The 
continuance  of  this  trade  is,  however,  extremely  doubtful. 

17.  Conversion  at  the  official  rate  of  exchange  for  the  Reichs¬ 
mark  has  probably  overvalued  imports  from  Germany. 


Table  I 

IMPORTS  OF  LATIN  AMERICAN  RAW  MATERIALS 
IN  1937* 

(in  thousands  of  metric  tons) 


United 

United 

1 

Commodity 

States 

Kingdom 

Germany 

1 

Cacao 

Volume 

129.9 

7.2 

19.2 

3.0 

%  of  total  imports 

46.5 

7.5 

21.4 

7.2 

Cattle  Hides 

Volume 

42.8 

30.1 

88.1 

6.2 

%  of  total  imports 

72.3 

34.5 

60.5 

18.5  1 

Coffee 

Volume 

727.0 

8.9 

184.6 

123.6 

%  of  total  imports 

94.4 

46.8 

95.1 

66.7 

Copper 

Volume 

155.3t 

123.1 

36.0 

37.6  , 

%  of  total  imports 

85.5 

29.7 

11.1 

28.2  f 

Corn 

Volume 

2,065.0 

3,267.0 

1,582.0 

71.0 

%  of  total  imports 

94.2 

89.6 

61.5 

9.5 

Nitrates 

Volume 

635.8 

47.5 

105.2 

83.1 

%  of  total  imports 

85.4 

88.3 

100.0 

65.4 

Sugar  i 

Volume 

2,020.3 

1,212.5 

3.6 

224.3  ' 

%  of  total  imports 

69.7 

52.4 

37.5 

57.9  i 

Cotton  ! 

Volume 

.  .  .§ 

111.2 

110.9 

22.4 

%  of  total  imports 

.  .  .§ 

14.3 

25.2 

7.6  I 

Wheat  i 

Volume 

801.0 

550.0 

16.0  1 

%  of  total  imports 

16.3 

37.3 

3-5  i 

Wool 

Volume 

32.1 

46.6 

33.3 

25.8 

%  of  total  imports 

24.1 

13.1 

26.3 

16.9 

’Computed  from  League  of  Nations, 
Raw  Materials  and  Foodstuffs,  1937. 

International  Trade  in 

Certain 

tLargely  re-exported.  ■ 

{Since  the  United  States  is  a  heavy  exporter  of  raw  cotton,  small  iffl-  I 
ports  from  Latin  America  are  of  no  significance.  I 

United  Kingdom;  $48,759,000,  or  3.5  per  cent,  from 
France;  $43,546,000,  or  3.1  per  cent,  from  Italy;  and 
$38,178,000,  or  2.7  per  cent,  from  Japan.  Based  on 
the  experience  of  previous  years,  it  is  probable  that 
about  10  per  cent  of  total  imports  came  from  Latin 
American  countries.'®  Hence  imports  from  other 
than  Latin  American  sources  were  about  $1,250,-  ^ 
000,000.  The  major  industrial  nations  mentioned,  ! 
with  the  addition  of  Belgium,  supplied  about  86  | 
per  cent  of  this  trade.  Table  II,  based  on  these  | 
countries’  export  statistics,  indicates  the  approxi-  f 
mate  value  and  distribution  of  the  chief  Latin 
American  imports.  The  data  are  by  no  means  com-  ) 
plete,  but  the  individual  commodities  and  com-  ; 
modity  groups  which  have  been  segregated  total 
$881,200,000,  or  about  70  per  cent  of  imports  from 
non-Latin  American  sources.  Although  the  totals  , 
are  doubtless  below  actual  Latin  American  imports 

18.  cf.  Julian  T.  Zicr,  “Commercial  Interdependence  of  the  1 
Americas,”  Commercial  Pan-America,  March  1939,  p.  3*  I 
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I  of  specific  commodities  in  most  instances,  the  rela¬ 
tive  distribution  of  import  values  is  more  accurate.*^ 
Latin  America’s  major  imports  are  machinery 
and  machine  tools,  textiles,  iron  and  steel  manu¬ 
factures,  and  vehicles,  in  the  order  named.  These 
commodity  classifications  in  1938  accounted  for 
over  72  per  cent  of  the  identifiable  exports  to  Latin 
America  by  the  industrial  countries  concerned. 
Other  important  groups  consist  of  vegetable  food 
products  and  beverages,  chemicals,  pharmaceuticals, 
coal  and  coke,  and  “other  metals  and  manufac¬ 
tures,”  which  collectively  account  for  another  20 


per  cent  of  the  recorded  total.  The  high  percentage 
of  imports  of  machinery,  vehicles,  and  iron  and 
steel  manufactures,  as  compared  with  consumption 
goods,  reflects  Latin  America’s  progress  toward  in¬ 
dustrialization.  Even  in  the  case  of  textiles,  the  do¬ 
mestic  output  of  Argentina,  Brazil  and  Mexico  in 
1935  is  estimated  at  over  three  times  the  value  of 
all  Latin  American  textile  imports  in  1938,  and  the 
rate  of  domestic  production  was  probably  much 
higher  in  the  latter  year.^®  The  degree  of  self-suffi¬ 
ciency  in  chemicals,  pharmaceuticals,  glass,  leather 
goods,  earthenware,  pottery,  paper  products  and 
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Table  II 

EXPORTS  OF  MAJOR  INDUSTRIAL  NATIONS  TO  LATIN  AMERICA  IN  1938* 


Recorded 

T>  r  c 

Exports  (in 

”  Percentage  of  Recorded  Exports  Supplied  tsv 

millions 

United 

United 

of  dollars) 

States 

Kingdom 

Germany 

France 

Belgium 

Italy 

Japan 

Chemicals 

50.0 

43.6 

14.6 

30.5 

6.6 

3.5 

1.2 

.  .  .t 

Coal  and  Coke 

26.4 

11.8 

62.1 

26.1 

.  .  .+ 

.  .  -t 

.  .  .t 

.  .  .t 

Earthenware,  Pottery,  etc. 

8.4 

.  .  .t 

23.2 

51.7 

3.7 

10.8 

10.5 

.  .  .t 

Glass  and  Glassware 

7.8 

.  .  -t 

5.6 

65.7 

5.0 

23.4 

.  .  .+ 

.  .  .t 

Iron  and  Steel  Manufactures 

145.9 

37.6 

10.6 

37.2 

4.0 

9.9 

0.6 

.  .  .t 

Other  Metals  and  Manufaaures 

24.5 

39.2 

9.0 

34.2 

12.4 

5.3 

.  .  .+ 

.  .  .t 

Leather  and  Manufactures 

9.0 

57.6 

2.4 

31.5 

3.5 

4.5 

.  .  -t 

.  .  -t 

Lumber  and  Manufactures 

13.4 

85.6 

.  .  .t 

10.7 

2.1 

1.8 

.  .  .t 

.  .  .t 

Machinery  and  Vehicles 

333.1 

60.4 

13.0 

21.3 

1.2 

2.6 

1.6 

.  .  .t 

Machinery  and  Machine  Tools 

206.1 

59.0 

9.3 

25.5 

1.2 

4.1 

0.9 

.  .  .t 

Vehicles 

127.0 

65.6 

15.7 

14.4 

1.2 

0.1 

2.6 

.  .  .t 

Paper  and  Products 

16.3 

46.0 

8.0 

33.4 

5.0 

3.5 

3.8 

.  .  .t 

Pharmaceuticals 

28.4 

24.6 

1.4 

53.7 

18.4 

.  .  .§ 

1.9 

.  .  .t 

Rubber  Manufactures 

11.5 

73.0 

6.8 

15.5 

2.3 

2.2 

.  .  .+ 

.  .  .t 

Textiles 

156.3 

20.0 

37.7 

12.4 

4.9 

4.3 

13.0 

7.7 

Cotton 

86.1 

22.8 

41.5 

10.5 

2.5 

3.1 

10.4 

9.3 

Rayon,  silk,  etc. 

25.0 

24.9 

10.4 

16.8 

11.7 

.  .  .t 

20.0 

16.0 

Woolen 

28.8 

.  .  .t 

56.6 

17.7 

8.3 

.  .  .t 

17.5 

.  .  .t 

Other  Textiles 

16.4 

32.9 

26.2 

6.5 

0.8 

24.9 

8.5 

.  .  .t 

Vegetable  Foods  and  Beverages 

50.2 

69.2 

12.1 

3.0 

8.2 

.  .  -t 

7.5 

.  .  .t 

TotalJ  881.2 


•Computed  from  data  compiled  by  U.S.  Department  of  Commerce.  fNot  specified.  {Included  in  chemicals. 

JThis  figure  is  equivalent  to  about  70  per  cent  of  imports  from  non-Latin  American  countries. 


rubber  manufactures  is  also  high,  while  importa¬ 
tion  of  foodstuffs  is  microscopic  in  comparison  with 
total  domestic  production. 

nature  of  united  STATES-LATIN  AMERICAN  TRADE 

While  there  are  several  individual  exceptions,  the 
Latin  American  countries  possess  agricultural  and 
mineral  resources  similar  to  those  of  the  United 
States,  and  the  area  as  a  whole  does  not  constitute 
a  large  potential  market  for  such  key  North  Amer¬ 
ican  exports  as  cotton,  tobacco  and  petroleum.  Con- 

19-  Since  the  figure  used  for  total  Latin  American  imports  is 
based  on  the  import  statistics  of  the  individual  countries,  a  fur¬ 
ther  adjustment  might  also  be  made  to  cover  freight  and  other 
charges.  In  addition,  a  certain  amount  of  distortion  results  from 
the  individual  conversion  rates  used.  In  the  case  of  the  United 
States,  for  example.  Department  of  Commerce  statistics  give  the 
>938  exports  to  Latin  America  as  $489,665,000,  whereas 
^tin  American  imports  from  the  United  States  are  listed  at 
♦497ii  95,000. 


sequently,  since  Latin  American  purchases  in  this 
country  are  concentrated  to  a  large  extent  in  manu¬ 
factured  goods  and  semi-manufactures,  their  rela¬ 
tive  importance  to  United  States  industry  is  greater 
than  total  trade  figures  would  indicate.  Thus,  in 
1938,  United  States  exports  to  this  area  were  only 
16  per  cent  of  total  shipments,  but  the  ratio  in  the 
case  of  finished  manufactures  was  27  per  cent. 

The  most  important  product  in  the  export  trade 
of  the  United  States  with  Latin  America  is  auto¬ 
mobiles,  together  with  parts  and  accessories.  Last 
year  such  shipments  were  not  only  more  than  a 
quarter  of  the  United  States  total,  but  accounted  for 
almost  14  per  cent  of  this  country’s  exports  to 
Latin  America.  Exports  in  the  second  most  impor¬ 
tant  classification — industrial  machinery — were  val- 

20.  Computed  from  U.S.  Department  of  Commerce,  Bureau 
of  Foreign  and  Domestic  Commerce,  Foreign  Commerce  Year- 
boo\,  1938,  pp.  203,  218,  261. 
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ued  at  $53,108,000,  or  slightly  less  than  a  fifth  of 
total  foreign  sales.  In  addition,  the  United  States 
sold  to  Latin  America  in  the  same  year  $31,404,000 
worth  of  electrical  equipment,  $21,866,000  worth  of 
agricultural  machinery  and  implements,  and  office 
appliances  valued  at  $5,909,000.  The  ratios  of  these 
figures  to  total  United  States  exports  of  the  same 
products  were  31,  29  and  20  per  cent,  respectively. 
In  the  textile  group,  Latin  America  purchased  al¬ 
most  38  per  cent  of  total  exports  of  cotton  manu¬ 
factures,  and  over  36  per  cent  of  rayon  manufac¬ 
tures.  Latin  America  is  also  a  good  customer  for 
various  United  States  foodstuffs,  notably  lard, 
wheat  flour  and  dairy  products. 

The  changing  character  of  exports  to  Latin 
America,  due  partly  to  German  and  other  foreign 
competition  but  primarily  to  the  growth  of  domes¬ 
tic  manufacturing  and  shifting  consumption  trends, 
is  illustrated  by  comparison  with  1929.  The  value 
of  United  States  exports  to  Latin  America  fell  from 
$902,471,000  in  1929  to  $489,665,000  in  1938,  a 
shrinkage  of  46  per  cent.  Among  the  commodities 
which  showed  a  greater  than  average  decline  in 
value  over  the  period  are  lard,  78  per  cent;  leather 
manufactures,  74  per  cent;  wheat  flour,  60  per  cent; 
rubber  and  manufactures,  60  per  cent;  cotton  semi¬ 
manufactures,  75  per  cent;  and  cotton  manufac¬ 
tures,  66  per  cent.  On  the  other  hand,  while  exports 
of  iron  and  steel  finished  manufactures  dropped  46 
per  cent  in  value,  iron  and  steel  semi-manufactures 
fell  only  2.4  per  cent.  Latin  American  purchases  of 
industrial  machinery  declined  18.5  per  cent,  which 
is  probably  less  than  the  drop  in  unit  values,  and 
shipments  of  chemicals  and  related  products  shrank 
23  per  cent  from  1929  to  1938.  Exports  of  electrical 
goods  in  1938  were  within  7.5  per  cent  of  the  1929 
value,  although  in  this  case  the  change  in  con¬ 
sumption  habits — such  as  the  increased  use  of  ra¬ 
dios  and  electrical  refrigerators — was  an  important 
factor.  The  51  per  cent  drop  in  sales  of  automobiles 
to  Latin  America  reflects  their  luxury  nature  and 
high  tariffs.  A  similar  decline  in  the  value  of  agri¬ 
cultural  sales  was  due  largely  to  low  prices  for 
farm  products.  In  neither  case  was  domestic  or 
foreign  competition  serious. 

Although  the  possibility  of  expanding  markets 
for  United  States  products  is  usually  the  primary 
consideration  in  analyzing  Western  Hemisphere 
commercial  relations,  the  European  war  empha¬ 
sizes  the  fact  that  in  Latin  America  this  country 
has  an  invaluable  source  of  foodstuffs  and  indus¬ 
trial  raw  materials  to  supplement  its  own  produc¬ 
tion.  The  number  of  individual  commodities  which 
make  up  the  bulk  of  imports  from  Latin  America 
is  not  large — coffee  and  sugar  account  for  about 


half  the  total  value — but  most  of  them  rank  as 
prime  necessities.  Moreover,  even  the  imports 
which  are  not  absolutely  essential — such  as  coffee, 
cacao,  bananas  and  chicle — have  become  ineradi¬ 
cable  elements  in  the  national  standard  of  living  of 
the  United  States. 

Imports  into  this  country  from  Latin  America 
may  be  grouped  in  three  broad  categories.  The  first 
consists  of  commodities  which  either  are  not  pro¬ 
duced  elsewhere,  or  in  the  production  of  which 
other  countries  are  at  a  competitive  disadvantage 
with  Latin  America  owing  to  geographical  or  other 
factors.  Coffee,  bananas,  canned  beef,  castor  beans, 
carnauba  wax,  cigar-leaf  filler,  linseed  and  a  few 
more  fall  in  this  class,  and  Latin  America  supplies 
almost  all  United  States  imports  of  these  products. 
A  second  group  of  major  exports  to  the  United 
States  is  composed  of  commodities  in  the  supply  of 
which  Latin  America  has  a  strong  competitive  po¬ 
sition  so  far  as  foreign  producers  are  concerned. 
This  category  includes  cacao,  chicle,  sisal  and  hene- 
quen,  and  various  non-ferrous  metals.  Most  other 
commodities  imported  from  Latin  America,  includ¬ 
ing  hides  and  skins,  wool  and  iron  ore,  compete  both 
with  foreign  and  domestic  products.  Sugar,  which 
is  imported  almost  wholly  from  Cuba  but  bulks 
large  in  total  Latin  American  trade,  is  in  a  special 
position.  The  tariff  on  Cuban  sugar  was  raised  and 
quota  arrangements  were  suspended  temporarily  by 
President  Roosevelt  on  September  ii,  1939,  but 
Cuba  still  has  a  virtual  monopoly  of  United  States 
imports  from  foreign  sources.^^  Although  a  certain 
amount  of  shifting  has  occurred  in  minor  imports 
from  Latin  America,  the  general  character  of  this 
trade  has  remained  remarkably  stable  over  the  past 
twenty-five  years. 
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TRADE  COMPETITION  IN  I938 

The  competitive  position  of  the  various  industrial 
nations  in  Latin  America’s  import  trade  has  been 
examined  in  sufficient  detail  to  warrant  only  a  brief  ’ 
summary  at  this  time.^^  In  addition,  the  European  ) 
war  is  expected  to  halt  the  German  trade  drive^’  i 
and  seriously  impair  the  capacity  of  Britain  and  i 
France  to  maintain  their  exports,  despite  efforts  of  ' 


21.  Cf.  The  New  York.  Times,  September  12,  1939.  For  a  dis-  t 
cussion  of  copper  and  petroleum  imports  from  Latin  America, 
cf.  p.  22. 

22.  Cf.,  for  example,  “Latin  American  Foreign  Trade  in  | 
i937>"  cited;  also  Howard  J.  Trueblood,  “Trade  Rivalries  in  , 
Latin  America,”  Foreign  Policy  Reports,  September  15,  I937- 

23.  For  an  analysis  of  German  competition  in  Latin  America, 

cf.  National  Economic  and  Social  Planning  Asscx:iation,  "War 
and  Our  Latin  American  Trade  Policy,”  Plan  Age,  September 
1939;  Percy  W.  Bidwell,  “Latin  America,  Germany  and  the 
Hull  Program,”  Foreign  Affairs,  January  1939;  and  H.  Gerald  . 
Smith,  “German  Trade  Competition  in  Latin  America,”  Com-  > 
mercial  Pan-America,  October  1936.  f 


foreign  policy  reports  •  DECEMBER  I,  I939 
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the  belligerents  to  continue  foreign  shipments.  The 
Japanese  drive  to  capture  new  markets  in  Latin 
America,  moreover,  was  partially  spent  before  the 
Sino-Japanese  conflict,  and  the  economic  strain  of 
that  war  will  probably  limit  Japan’s  potential  gains 
at  the  expense  of  the  European  belligerents.  The 
emphasis  regarding  the  position  of  the  United 
States  in  the  Latin  American  market  consequently 
has  shifted  to  this  country’s  ability  to  supply  needs 
formerly  satisfied  elsewhere  and  Latin  America’s 
capacity  to  pay  for  imports. 

Latin  American  imports  in  the  “boom”  year  1929 
reached  a  total  value  of  $2,451,447,000,  of  which 
38.7  per  cent  was  supplied  by  the  United  States, 
14.9  per  cent  by  the  United  Kingdom,  10.8  per  cent 
by  Germany,  5.1  per  cent  by  France,  perhaps  an 
equal  ratio  for  Italy,  while  Japan  did  not  account 
for  over  0.5  per  cent  of  the  total.^"*  In  1933,  which 
marked  the  depth  of  the  depression,  total  Latin 
American  imports  were  only  $794,121,000,  and  the 
share  of  the  United  States  in  this  trade  had  de¬ 
clined  to  29.2  per  cent — the  lowest  ratio  since  1914. 
On  the  other  hand,  the  British  increased  their  par¬ 
ticipation  to  1 8. 1  per  cent — a  level  not  reached  since 
1924 — while  Germany  and  Japan  supplied  11.5  and 
1.8  per  cent,  respectively,  of  the  reduced  total.  Dur¬ 
ing  this  peritxl  the  position  of  the  United  States 
suffered  relative  to  that  of  the  United  Kingdom 
and  Germany — a  logical  development  in  view  of 
the  highly  elastic  demand  for  such  American  prod¬ 
ucts  as  automobiles,  industrial  machinery  and  agri¬ 
cultural  equipment,  and  the  stoppage  of  new  loans 
to  Latin  America.  By  1938  the  United  States’ 
share  increased  to  35.8  per  cent,  and  the  Ger¬ 
man  trade  drive  raised  the  Reich’s  participation  to 
17.1  per  cent.  Although  the  United  States  did  not 
regain  its  full  pre-depression  share  of  the  Latin 
American  import  trade,  Germany’s  gains  were 
made  primarily  at  the  expense  of  Britain,  whose 
1938  share  was  only  12.2  per  cent.  In  the  same  year, 
about  3.5  per  cent  of  Latin  American  imports  came 
from  France,  3.1  per  cent  from  Italy,  and  2.7  per 
cent  from  Japan,  the  latter  comparing  with  a  peak 
of  3.7  per  cent  in  1935. 

Although  no  statistical  estimate  is  possible,  the 
value  of  United  States  exports  and  their  ratio  to 
total  Latin  American  imports  undoubtedly  would 
have  shown  a  greater  increase  since  1933  if  it  had 
not  been  for  intense  German  competition.  It  must 
be  noted,  however,  that  a  large  but  indeterminate 

24.  The  apparent  discrepancy  between  these  figures  and  those 
shown  in  “Trade  Rivalries  in  Latin  America,”  cited,  is  due  to 
the  fact  that  the  former  apply  to  the  twenty  independent  re¬ 
publics  of  Latin  America,  whereas  the  latter  include  all  Latin 
American  trade.  The  import  trade  of  the  twenty  republics  is 
about  90  per  cent  of  the  Latin  American  total. 


amount  of  Latin  America’s  purchases  from  Ger¬ 
many  did  not  represent  shifts  from  other  sources 
of  supply.  Some  goods  would  not  have  been  pur¬ 
chased  at  all  had  it  not  been  for  ASKI  mark  bal¬ 
ances  created  by  German  imports  of  Latin  Amer¬ 
ican  commodities,  while  others  were  sold  on  a  price 
basis  impossible  for  competitors  to  meet. 

Table  III 

PRINCIPAL  UNITED  STATES  EXPORTS  TO  LATIN 
AMERICA  IN  1938* 

(/'«  millions  of  dollars) 


Per  cent 

Per  cent  of 

Dollar 

taken 

toted  exports 

Commodily 

Automobiles,  parts  and  acces¬ 

valued 

by  L.  A. 

to  L.  A. 

sories 

67.6 

25.0 

13.8 

Industrial  machinery 

53.1 

19.7 

10.8 

Petroleum  and  products 
Elearical  machinery  and  ap¬ 

33.3 

8.6 

6.8 

paratus 

31.4 

30.7 

6.4 

Chemicals  and  related  produas 

28.8 

22.3 

5.9 

Steel  mill  manufactures 
Agricultural  machinery  and 

24.1 

46.0 

4.9 

implements 

21.9 

29.0 

4.5 

Cotton  manufactures 

Iron  and  steel  semi-manufac¬ 

17.1 

37.7 

3.5 

tures 

16.0 

12.1 

3.3 

Advanced  manufaaures 

14.8 

34.2 

3.0 

Aircraft  and  parts 

Lumber  and  wood  manufac¬ 

12.0 

17.6 

2.5 

tures 

11.5 

20.6 

2.3 

Wheat  flour 

10.0 

43.1 

2.0 

Rubber  and  manufactures 

8.4 

30.9 

1.7 

Paper  and  manufactures 

7.5 

28.9 

1.5 

Lard 

5.9 

32.3 

1.2 

Office  appliances 

5.9 

20.4 

1.2 

Rayon  manufactures 

4.0 

36.4 

0.8 

All  other 

116.4 

23.9 

Total  489.7 

'Based  on  Department  of  Commerce  data. 

16.0 

100.0 

tin  millions. 

The  following  brief  comments  on  the  competitive 
position  in  terms  of  important  commodities  are,  in 
some  cases,  based  on  incomplete  or  conflicting  data. 
The  values  are  computed  from  export  statistics  of 
the  various  industrial  nations,  and  tariff  classifica¬ 
tions  vary  considerably,  particularly  in  the  metal 
and  machinery  groups.  In  addition,  German  ex¬ 
ports  to  Latin  America  are  probably  overvalued, 
although  this  might  vary  from  country  to  country 
and  commodity  to  commodity. 

Machinety  and  Machine  Tools.  This  is  one  of 
the  broad  categories  of  commodities  which  Germany 
has  been  most  successful  in  selling  to  Latin  America, 
although  the  United  Kingdom  rather  than  the  United 
States  has  borne  the  brunt  of  German  competition. 
Last  year,  out  of  a  total  recorded  value  of  $206,100,000 
worth  of  machinery  and  machine  tools  sold  to  Latin 
America,  the  United  States  furnished  $121,553,000,  or 
59  per  cent;  Germany  $52,609,000,  or  25.5  per  cent; 
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and  the  United  Kingdom  $19,200,000,  or  9.3  per  cent. 
The  German  total  included  electrical  machinery  and 
equipment  valued  at  $15,799,000;  textile  and  leather¬ 
working  machinery,  $6,749,000;  power  machinery, 
$5,496,000;  locomotives,  $3,850,000;  and  food-process¬ 
ing  and  agricultural  machinery  valued  at  $2,165,000 
and  $1,192,000,  respectively.  A  complete  comparison 
with  the  record  of  the  United  States  is  not  possible, 
but  among  the  latter’s  machinery  sales  to  Latin  Amer¬ 
ica  were  $31,404,000  in  electrical  equipment  and  $21,- 
866,000  in  agricultural  machinery.  The  chief  Latin 
American  importers  of  machinery  are  Argentina, 
Brazil,  Chile  and  Mexico. 

Textiles.  As  nearly  as  may  be  determined,  the 
total  value  in  1938  of  textile  exports  to  Latin  America 
by  the  major  supplying  countries  was  approximately 
$156,300,000,  of  which  $86,100,000,  or  55  per  cent, 
represented  cotton  goods.  This  market  was  dominated 
by  the  United  Kingdom,  which  accounted  for  37.7  per 
cent,  $58,900,000,  of  the  total — including  41.5  per  cent, 
$35,700,000,  of  all  cotton  yarns  and  textiles.  TTie  prin¬ 
cipal  markets  for  British  cotton  goods  were  Argentina 
and  Colombia,  while  Brazil,  Chile,  Mexico,  Uruguay 
and  Venezuela  also  took  substantial  amounts  in  1938. 
The  United  Kingdom  also  supplied  56.6  per  cent  of 
total  woolen  imports,  estimated  at  $28,800,000. 

Although  completely  overshadowed  by  the  United 
Kingdom,  the  United  States  exported  textiles  valued 
at  $31,215,000,  or  20  per  cent  of  the  total,  to  Latin 
America  last  year.  About  two-thirds  of  the  United 
States  trade  consisted  of  cotton  goods,  much  of  which 
went  to  countries  in  the  West  Indies — notably  Cuba — 
and  comparatively  little  to  such  outstanding  British 
markets  as  Argentina,  Colombia  and  Venezuela. 

The  value  of  German  textile  shipments  to  Latin 
America  last  year  was  about  $19,426,000:  including 
cotton,  $9,045,000;  woolen,  $5,108,000;  and  rayon, 
silk  and  the  like,  $4,200,000.  In  a  purely  statistical 
sense,  the  German  record  was  similar  to  that  of  Italy, 
which  exported  $20,388,000,  of  which  $8,947,000  con¬ 
sisted  of  cotton  yarns  and  textiles,  $5,031,000  woolens, 
and  $5,010,000  silk  and  rayon.  Despite  the  wide  pub¬ 
licity  given  to  Japanese  competition  in  Latin  American 
trade,  textile  exports  of  that  country  were  probably  not 
more  than  $12,000,000  in  1938,  divided  in  the  approxi¬ 
mate  ratio  of  two-thirds  cotton  goods  and  one-third 
silk  and  rayon.  Finally,  France  and  Belgium  in  1938 
sold  respectively  about  $7,614,000  and  $6,733,000 
worth  of  textile  products  in  Latin  America. 

Iron  and  Steel  Manufactures.  This  classification 
includes  products  ranging  from  simple  hardware  to 
heavy  industrial  forgings  or  castings.  Total  recorded 
exports  to  Latin  America  amounted  to  $145,900,000  in 
1938,  with  the  United  States  supplying  37.6  per  cent, 
or  $54,889,000;  Germany  37.2  per  cent,  or  $54,299,000; 
the  United  Kingdom  10.6  per  cent,  or  $15,500,000; 
and  Belgium  9.9  per  cent,  or  $14,500,000. 

Iron  and  steel  pipes  are  one  of  the  few  specific  prod¬ 
ucts  in  this  classification  for  which  comparable  Ger¬ 
man-United  States  figures  are  available.  In  this  catc- 
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gory,  Germany  sold  an  estimated  $9,698,000  worth,  as  I 
compared  with  some  $8,000,000  by  the  United  States.^’  I 
The  withdrawal  of  Germany  from  this  trade,  as  well  1 
as  from  the  Latin  American  market  for  iron  and  steel 
bars,  shapes,  plates,  sheets  and  wire,  is  of  considerable 
potential  significance  to  United  States  manufacturers. 
On  the  other  hand,  many  of  the  German  iron  and 
steel  manufactures  exported  to  Latin  America  in  recent 
years  consisted  of  cheap  tools  and  implements  sold 
purely  on  a  price  basis. 

Vehicles.  In  addition  to  automobiles  and  aircraft, 
lack  of  uniformity  in  export  statistics  has  made  it 
necessary  to  include  in  this  classification  ships  and  rail¬ 
way  vehicles  (other  than  locomotives,  where  separately 
reported).  Owing  primarily  to  its  overwhelming  pre-  j 
dominance  as  a  supplier  of  automobiles — including  ) 
trucks  and  buses,  together  with  parts  and  equipment— 
United  States  exports  of  vehicles  to  Latin  America  in 
1938  were  valued  at  about  $83,300,000,^^  which  repre¬ 
sented  65.6  per  cent  of  the  $127,000,000  total.  The 
British  share  of  this  trade,  bolstered  by  a  relatively 
strong  position  in  the  Argentine  market,^^  amounted 
to  roughly  $20,000,000,  or  15.7  per  cent  of  the  total, 
followed  by  Germany  with  $18,343,000,  or  14.4  per 
cent.  Detailed  statistics  are  not  available,  but  there  is 
reason  to  believe  that  a  large  part  of  German  sales  of 
vehicles — over  60  per  cent  of  which  were  to  Argentina, 
Brazil  and  Chile — consisted  of  automobiles  and  rail¬ 
road  equipment  priced  far  lower  than  any  of  United 
States  manufacture. 

Vegetable  Foods  and  Beverages.  Although  in 
1938  identifiable  exports  to  Latin  America  were  val¬ 
ued  at  over  $50,000,000,  this  classification  is  not  im-  i 
portant  from  the  point  of  view  of  competition.  The  1 
United  States  dominates  the  market,  owing  to  Latin  j 
American  purchases  in  this  country  of  flour,  and 
canned  fruits  and  vegetables.  Even  with  the  removal 
of  foreign  competition,  however,  the  scope  for  expan¬ 
sion  of  sales  is  limited  by  high  tariffs.  The  United 
Kingdom,  with  12.1  per  cent  of  this  trade,  as  com¬ 
pared  with  69.2  per  cent  for  the  United  States,  ranked 
second  in  1938,  while  France  and  Italy  contributed  82 
and  7.5  per  cent,  respectively.  The  United  States  can¬ 
not  supply  Scotch  whiskey,  which  made  up  a  substan¬ 
tial  part  of  the  British  total,  or  olive  oil,  which  con¬ 
tributed  heavily  to  French  and  Italian  exports.  There 
is,  however,  the  possibility  of  substitution,  such  as 
lard^®  or  cottonseed  oil  for  olive  oil. 

25.  Estimated  on  the  basis  of  actual  data  covering  eight  coun¬ 
tries  which  absorbed  82.5  per  cent  of  total  United  States  ex¬ 
ports  to  Latin  America  in  1938. 

26.  Composed  of  the  following:  automobiles,  parts  and  ac-  ) 
ccssories,  $67,565,000;  railway  cars  and  parts,  $3,739,000;  air-  « 
craft  and  parts,  $12,034,000.  No  allowance  has  been  made  for  ' 
vehicles  included  in  a  residual  item  of  $3,763,000,  termed  “other  i 
machinery  and  vehicles”  in  Department  of  Commerce  statistics.  ; 

27.  Britain,  for  instance,  is  in  a  preferred  position  in  railway 
equipment  due  to  British  ownership  of  a  large  part  of  the 
railroads. 

28.  The  United  States  exported  $5,914,000  worth  of  lard  t0| 
Latin  America  in  1938,  as  compared  with  $27,084,000  in  19^9-  I 
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Chemicals.  Exports  of  chemicals  and  related  prod¬ 
ucts  to  Latin  America  were  valued  at  $50,000,000  in 
1938,  the  three  principal  suppliers  having  been  the 
United  States,  Germany  and  the  United  Kingdom, 
with  totals  of  $21,780,000,  $15,251,000  and  $7,300,000, 
respectively.  The  German  position  was  particularly 
strong  with  respect  to  coal-tar  products  and  dyestuffs, 
while  a  large  part  of  the  British  total  was  composed 
of  sodium  compounds.  Paints,  stains  and  enamels,  in¬ 
cluded  in  the  total,  were  also  an  important  competitive 
item. 

Pharmaceuticals.  The  Nazi  trade  drive  brought 
Germany  to  undisputed  first  place  in  the  Latin  Amer¬ 
ican  market  for  drugs,  patent  medicines,  biologies  and 
other  pharmaceuticals.  While  development  of  Latin 
American  production  of  such  commodities  has  been 
particularly  rapid  over  the  past  few  years,  exports  of 
the  principal  industrial  nations  were  valued  at  $28,- 
400,000  last  year,  of  which  Germany  contributed 
$15,242,000,  or  53.7  per  cent;  the  United  States  $6,992,- 
000,  or  24.6  per  cent;  and  France  $5,228,000,  or  18.4 
per  cent.^^ 

Coal  and  Coke.  Latin  America  is  notably  deficient 
in  coal  supplies,  and  about  two-thirds  of  requirements 
in  recent  years  have  been  imported.^®  Traditionally, 
the  United  Kingdom  has  been  the  principal  source  of 
supply,  and  exports  in  1938  were  valued  at  about 
$16,400,000,  or  over  62  per  cent  of  the  recorded  total. 
German  competition  for  this  trade  has  been  particular¬ 
ly  keen  in  Brazil,  and  total  coal  exports  of  the  Reich 
to  Latin  America  last  year  amounted  to  $6,885,000,  or 
26.1  per  cent  of  the  total;  the  United  States  supplied 
about  $3,113,000  worth,  or  11.8  per  cent.^^  Judging 
from  the  experience  of  1914-1918,  a  large  part  of  the 
Latin  American  coal  trade  will  be  diverted  temporarily 
to  the  United  States  during  the  European  war. 

Other  Metals  and  Manufactures.  Recorded  ex¬ 
ports  to  Latin  America  of  products  falling  in  this 
group — consisting  of  non-ferrous  metals  in  various 
forms  and  miscellaneous  manufactures — were  valued 
at  $24,500,000  in  1938.  The  United  States,  with  a  total 
of  $9,606,000,  or  39.2  per  cent,  held  first  place;  fol¬ 
lowed  by  Germany  with  $8,370,000,  or  34.2  per  cent; 
France  with  $3,041,000,  or  12.4  per  cent;  and  the 
United  Kingdom  with  $2,200,000,  or  9  per  cent. 
Much  of  the  German  trade  consisted  of  goods  de¬ 
scribed  as  “manufactures  of  precious  metals,  or  plated 
with  precious  metals,”  and  “copper  manufactures,” 
both  of  which  groups  include  too  many  individual 
products  to  consider  specifically. 

Paper  and  Paper  Products.  In  1938  the  United 
States  supplied  Latin  America  with  46  per  cent  of  its 

29.  In  addition,  France  exported  perfumes  and  soaps  valued 
at  $2,268,000  in  1938. 

30.  Cf.  “Raw  Material  Resources  of  Latin  America,”  cited, 
PP.  119-20. 

31.  German  exports  of  coal  to  Brazil  in  1938  were  valued  at 
J4)5i7i<ioo,  as  compared  with  British  and  United  States  exports 
of  $2,922,000  and  $883,000,  respectively. 


paper  and  paper  product  imports — valued  at  $16,- 
300,000 — while  Germany  accounted  for  about  a  third, 
and  the  United  Kingdom  for  only  8  per  cent.  German 
sales  were  mainly  concentrated  in  Argentina,  Brazil, 
Chile,  Colombia  and  Mexico,  while  about  two-thirds 
of  the  British  total  represented  sales  to  Argentina  alone. 

Rubber  Manufactures.  The  United  States’  out¬ 
standing  position  as  a  manufacturer  of  automobile  tires 
is  reflected  in  this  country’s  share  of  73  per  cent  in 
Latin  American  imports  of  rubber  manufactures,  val¬ 
ued  at  $11,500,000  in  1938.  Although  Germany  stood 
second  as  a  source  of  supply,  the  Reich’s  exports  were 
valued  at  only  about  $1,778,000,  or  15.5  per  cent  of 
the  total. 

THE  WAR  TRADE  POTENTIAL 

Assuming  for  the  moment  complete  removal  of 
German  competition  and  maintenance  of  Latin 
American  purchasing  power  at  the  1938  level,  the 
United  States  theoretically  is  in  a  position  to  ex¬ 
pand  exports  to  Latin  America  by  almost  50  per 
cent.  This  potential  is  further  increased  when  the 
probable  decline  in  British  and  French  exports  is 
taken  into  consideration.  Should  the  United  States 
automatically  take  over  German  markets  in  Latin 
America,  this — based  on  the  competitive  position 
of  the  two  countries  in  1938 — would  mean  tripling 
exports  of  pharmaceuticals  and  coal,  doubling  the 
already  important  trade  in  iron  and  steel  manufac¬ 
tures,  a  rise  of  62  per  cent  in  textiles,  73  per  cent  in 
paper  and  products,  70  per  cent  in  chemicals,  43 
per  cent  in  machinery  of  all  types,  and  over  50  per 
cent  in  electrical  machinery  and  equipment  alone. 

Unquestionably  the  war  has  brought  about  a 
marked  improvement  in  prospects  for  the  sale  of 
these  and  other  United  States  products  in  Latin 
America.  The  extent  to  which  the  United  States 
can  supplant  Germany — and  to  a  lesser  degree,  the 
United  Kingdom — in  this  market,  however,  will  de¬ 
pend  upon  many  factors,  and  the  indicated  poten¬ 
tial  is  at  best  a  theoretical  conception.  From  the 
point  of  view  of  United  States  productive  capacity, 
there  is  no  economic  reason  why  the  great  bulk  of 
Latin  America’s  needs  for  manufactured  goods 
cannot  be  met  by  this  country.  There  are,  of  course, 
many  individual  exceptions,  some  of  which  result 
from  higher  cost  of  production  in  the  United  States 
than  in  other  industrial  nations  or  Latin  America, 
and  others  which  relate  to  the  lack  of  development 
in  this  country  of  a  given  industry.  The  line  be¬ 
tween  the  two  classes  is  unavoidably  vague,  but  the 
first  category  embraces  many  simple  textiles,  certain 
pharmaceuticals  and  chemicals,  cheap  ceramics,  and 
glass  and  glassware.  The  second  category  includes, 
among  other  products,  various  precision  instru¬ 
ments  and  optical  goods,  musical  instruments,  and 
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such  specialties  as  toys  and  Christmas  tree  orna¬ 
ments. 

A  different  type  of  exception  must  be  made  in 
cases  where — owing  to  pressure  of  domestic  or 
more  important  foreign  orders — ^goods  might  not 
be  delivered  to  Latin  America.  In  view  of  the  pres¬ 
ent  low  rate  of  total  United  States  industrial  pro¬ 
duction,  this  consideration  is  of  limited  importance 
so  far  as  the  immediate  future  is  concerned.  Nev¬ 
ertheless,  it  might  be  observed  that,  less  than  one 
month  after  the  outbreak  of  the  European  war,  the 
iron  and  steel  industry  began  to  have  difficulty  in 
filling  domestic  orders.  The  same  is  true  of  the 
chemical  industry.  In  both  cases,  there  is  little  in¬ 
centive  to  procure — at  the  expense  of  domestic 
orders — the  relatively  small  amount  of  Latin 
American  business  made  available  by  the  war.  This 
situation  is  caused  partly  by  inventory  accumula¬ 
tion,  and  how  long  it  will  exist  is  conjectural.  With 
any  slackening  of  the  pressure,  however,  attention 
doubtless  will  be  given  to  export  potentialities  now 
neglected.  The  aircraft  industry  is  another  case  in 
point.  Any  conceivable  Latin  American  demand  is 
overshadowed  by  heavy  orders  from  Britain  and 
France,  which — together  with  official  and  private 
domestic  business — are  already  straining  productive 
capacity. 

Over-demand  of  this  type  is  not  apt  to  be  wide¬ 
spread  except  in  the  case  of  a  pronounced  expan¬ 
sionist  movement  over  a  short  period  of  time.  In 
individual  branches  of  production,  however,  capa¬ 
city  might  well  be  fully  utilized  if  the  economic 
weight  of  the  United  States  were  thrown  behind  the 
Allies.  Moreover,  if  this  country  becomes  involved 
in  the  war,  it  is  highly  probable  that  the  intense 
productive  activity  required  for  military  reasons 
would  seriously  curtail  exports  to  Latin  America. 

Aside  from  the  considerations,  primarily  of  a  do¬ 
mestic  nature,  referred  to  above,  the  expansion  of 
United  States  exports  to  Latin  America  while  this 
country  is  a  neutral  and  Europe  is  at  war  depends 
fundamentally  on  Latin  America’s  ability  to  main¬ 
tain  or  increase  its  purchasing  power  abroad.  This, 
in  turn,  depends  on  the  trend  of  prices  for  Latin 
American  raw  materials  and  foodstuffs  and  an  in¬ 
crease  in  demand  for  these  products  in  other  coun¬ 
tries  to  offset  the  loss  of  German  trade.  Perhaps  the 
most  important  potential  influence  is  that  of  eco¬ 
nomic  recovery  in  the  United  States — whether  or 
not  stimulated  by  the  war  itself — since  prosperity 
in  this  country  has  in  the  past  found  immediate 
reflection  in  larger  imports  from  Latin  America. 
For  example.  United  States  imports  from  Latin 
America  in  1929  were  valued  at  $1,014,128,000, 


which  is  equivalent  to  over  2.25  times  the  cor-j 
responding  figure  for  1938. 

CAN  LATIN  AMERICA  INCREASE  EXPORTS  ? 

In  1938  ten  commodities  accounted  for  over 
three-quarters  of  the  total  value  of  United  States 
imports  from  Latin  America.  Co§ee,  imports  of 
which  were  valued  at  $133,770,000,  was  by  far  the 
most  important.  In  this  case,  prices  have  shown  vir¬ 
tually  no  change  since  the  beginning  of  the  war, 
and  only  a  moderate  expansion  in  United  States 
consumption  is  probable  under  the  most  favorable 
conditions.  Prices  for  sugar,  the  second  most  im¬ 
portant  product,  showed  an  immediate  rise  follow- 1 
ing  the  outbreak  of  hostilities  but  have  since  lost  i 
a  large  part  of  the  ground  gained.  With  an  estimated 
10  per  cent  drop  in  the  1939  United  States  sugar 
crop,  however,^^'^^  a  larger  share  of  this  market 
may  be  secured  by  Cuban  producers  in  1940.  While 
no  spectacular  advance  in  the  value  of  sales  to  the 
United  States  is  indicated,  the  combined  total  of 
these  two  commodities  should  tend  to  rise. 

The  value  of  banana  imports  from  Latin  Amer¬ 
ica — the  sole  source  of  United  States  supply— has 
remained  relatively  stable  over  a  period  of  years, 
and  little  change  is  expected  as  a  result  of  the  war. 
On  the  other  hand,  the  United  States  market  for  ) 
linseed  and  sodium  nitrate,  also  Latin  American 
monopolies  so  far  as  the  import  requirements  of 
this  country  are  concerned  should  be  improved.  In 
these  instances,  as  in  the  case  of  coffee,  sugar  and 
bananas,  domestic  economic  trends,  rather  than  the 
war  as  such,  will  be  the  primary  governing  factor 
on  imports. 

Among  major  commodities  already  imported  in  ‘ 
volume  by  the  United  States,  Latin  America  ap¬ 
pears  to  be  in  a  favorable  position  to  increase  its 
sales  of  cacao,  hides  and  slffns  and  wool.  This  coun¬ 
try’s  imports  from  Latin  America  of  the  first  com¬ 
modity  were  valued  at  $12,108,000  in  1938,  or  about 
60  per  cent  of  total  cacao  imports,  the  remainder 
having  come  chiefly  from  West  Africa.  While  it  is 
doubtful  that  total  United  States  requirements 
could  be  met  from  Western  Hemispheric  sources, 
this  country  could  at  least  absorb  supplies  formerly 
taken  by  Germany — 14.8  per  cent  of  Latin  Amer¬ 
ican  exports  in  1937.  So  far  as  hides  and  skins  are 
concerned,  the  United  States  in  1938  bought  $9,79i>'  : 
000  worth,  or  somewhat  less  than  one-third  of  its 
total  imports,  from  Latin  America,  and  this  trade 
could  be  expanded,  chiefly  at  the  expense  of  the 
British  Dominions.  Much  the  same  is  true  of  wool, 
imports  of  which  from  Latin  America  were  valued 

32-33.  The  New  Yorl(  Times,  November  15,  1939.  ‘ 
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r- 1  at  $7,788,000  in  1938,  equivalent  to  34.4  per  cent 
of  the  total.^'*  Prices  of  these  three  commodities, 
moreover,  have  shown  a  greater  than  average  ad¬ 
vance  since  war  was  declared. 

;r  I  The  position  of  the  remaining  two  major  com¬ 
es  modity  imports  by  the  United  States  from  Latin 
of  America — copper  and  petroleum — differs  consider- 

le ,  ably  from  the  others.  In  each  case  the  United 
r.  States  is  a  net  exporter  and,  under  virtually  any 
j  conceivable  set  of  circumstances,  domestic  re- 
es  sources  are  adequate  for  all  needs.  At  the  same 

le  time,  however,  both  copper  and  crude  oil — 

j.  produced  almost  entirely  by  American  corpora- 
V.  tions — are  imported  from  Latin  America,  the  total 

St'*  values  in  1938  having  been  $24,938,000  and’ $18,- 
Kj  600,000,  respectively.  The  latter  figure  may  be  com- 
if  pared  with  United  States  exports  of  petroleum 
ct  products  to  Latin  America  valued  at  $33,304,000  in 
1j  the  same  year.  While  it  is  quite  possible  that  petro- 
le  leum  imports  from  Latin  America  may  show  a 
of  )  substantial  increase  in  value,  a  more  logical  devel¬ 
opment  would  be  the  shipment  of  a  greater  pro- 
portion  of  Latin  American  oil  direct  to  the  belli- 
gerent  nations.  In  either  case,  the  value  of  Latin 
American  petroleum  exports  should  increase  sub- 
^  stantially  as  a  result  of  the  war. 

or  )  There  is  no  tariff  on  copper,  but  imports  are  sub- 
in  ject  to  a  tax  of  4  cents  per  pound  under  the  Rev- 
of  enue  Act  of  1932.  With  this  tax  in  force — and  there 
In  is  a  possibility  that  it  may  be  reduced  in  the  trade 
id  agreement  being  negotiated  with  Chile^’ — United 
he  i  States  imports  of  Latin  American  copper  will  Con¬ 
or  \  tinue  to  be  almost  wholly  for  refining  or  fabrication 
'  for  re-export.^*^  With  a  heavy  demand  in  Europe 
jjj  )  for  refined  copper,  or  war  materials  containing 
p.  copper,  however,  this  import  trade  could  increase 
jjj  :  substantially.  If  the  tax  is  reduced,  moreover,  Latin 
ijj.  American  copper  probably  could  be  imported  at  the 
JJJ.  expense  of  high-cost  domestic  producers.  Mean- 
while,  the  position  of  the  Latin  American  copper 

lei  )  34.  The  British  government  impounded  the  Australian  wool 
[5  clip  after  the  outbreak  of  the  war,  although  it  subsequently  was 
reported  that  some  would  be  released  for  the  United  States 
market.  The  New  Yorl^  Times,  November  ii,  1939.  United 
es,  States  imports  of  wool  from  Latin  America  rose  from  $9,614,000 
Jy  (21  per  cent  of  the  total)  in  the  fiscal  year  1914  to  $129,653,000 
^  (65.7  per  cent  of  the  total)  in  1918.  The  record  of  cacao  and 

Cl"  hides  and  skins  was  less  spectacular,  but  the  value  of  imports 
UC  from  Latin  America  was  approximately  doubled  in  each  case 
)  from  1914  through  1918.  Computed  from  U.S.  Department  oc 
’  Commerce,  Bureau  of  Foreign  and  Domestic  Commerce,  Foreign 
Its  Commerce  and  Navigation  of  the  United  States  for  the  Year 
jjjj  Ending  June  jo,  igi8  (Washington,  Government  Printing  Of- 
fice,  1919). 

I  35.  Cf.  U.S.  Department  of  State,  Press  Release  No.  483,  Oc- 
lOl,  tober  2,  1939. 

icd  36.  Unless,  of  course,  a  further  substantial  increase  in  United 
}  States  copper  prices  would  permit  direct  competition  of  the 
Latin  American  product  with  the  domestic,  despite  the  tax. 


producers  has  been  strengthened  by  sales  at  favor¬ 
able  prices  to  Japan,  Italy  and  the  U.S.S.R.,  and 
large  official  French  purchases  are  to  begin  next 
year  under  an  arrangement  recendy  concluded.*^ 

NEW  MARKETS  IN  THE  UNITED  STATES*® 

The  direct  effects  of  the  hostilities  on  existing 
sources  of  supply  for  various  commodities,  together 
with  the  shipping  provisions  of  the  Neutrality  Act 
of  1939,  should  tend  to  shift  various  other  United 
States  purchases  to  Latin  America.  Aided  in  part 
by  the  trade  agreements  program,  a  certain 
amount  of  progress  already  has  been  made  along 
this  line,  and  development  of  Latin  American 
products  for  the  United  States  market  is  a  key  fea¬ 
ture  of  the  Washington  Administration’s  foreign 
trade  policy.  Since  1929  the  percentage  of  man¬ 
ganese  imported  by  the  United  States  from  Latin 
America  has  risen  from  virtually  zero  to  35  per 
cent,  and  this  area  supplied  all  castor  beans  im¬ 
ported  in  1938,  in  contrast  with  less  than  one  per 
cent  in  1929.  Cottonseed  oil,  babassu  nuts,  carnauba 
wax  and  oiticica  oil — used  as  a  substitute  for  ori¬ 
ental  tung  oil  in  the  manufacture  of  paints  and 
varnishes — are  Brazilian  products  imported  by  the 
United  States  in  the  recent  past  which  were  of  only 
slight  importance  ten  years  ago. 

In  1938  the  United  States  imported  cashew  nuts 
valued  at  $3,515,000,  almost  all  of  which  came  from 
British  India.  Yet  Latin  America  produces  a  large 
quantity  of  these  nuts,  and  development  of  a  sub¬ 
stantial  trade  is  theoretically  possible.  An  increase 
in  purchases  of  Latin  American  chrome  ore,  im¬ 
ports  of  which  from  all  sources  were  valued  at 
$4,855,000  last  year,  also  merits  consideration  since 
several  of  the  southern  nations — notably  Cuba  and 
Brazil — have  deposits  of  this  important  steel  alloy 
metal.*^  Latin  America  supplied  the  United  States 
with  heneqtien  and  sised  valued  at  $4,734,000,  or 
49.5  per  cent  of  total  imports,  in  1938,  and  this  pro¬ 
portion  could  be  raised  should  it  become  difficult  to 
obtain  supplies  from  British  East  Africa  and  the 
Netherlands  Indies.  Kapo\,  palm  nuts,  vanilla 
beans,  industrial  diamonds,  platinum,  tapioca  and 
even  vermouth  are  other  products  which  could  be 
obtained  in  varying  quantities  from  Latin  America. 

Rubber  and  tin  are  the  two  major  raw  material 
imports  of  the  United  States  which  are  not  ob¬ 
tained —  except  in  very  minor  quantities  —  from 

37.  For  a  discussion  of  French  purchases,  ci.  E  &  M  f  Metal 
and  Minerals  Markets  (McGraw-Hill),  November  9,  1939. 

38.  Some  of  the  material  in  this  section  is  taken  from  data 
compiled  by  the  U.S.  Tariff  Commission. 

39.  Cf.  “Raw  Material  Resources  in  Latin  America,”  cited, 
p.  1 19. 
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Western  Hemispheric  sources.  United  States  inter¬ 
ests,  however,  have  for  some  years  been  attempting 
to  revive  rubber  production  in  Latin  America,  the 
outstanding  example  being  the  Ford  Motor  Com¬ 
pany’s  efforts  in  Brazil.  The  Washington  Admin¬ 
istration,  moreover,  is  actively  concerned  with  de¬ 
velopment  of  Latin  American  rubber  supplies,  and 
the  European  war  will  probably  tend  to  accelerate 
activity  in  this  field  as  well  as  in  the  production  of 
other  complementary  commodities.^®  In  contrast  to 
rubber,  tin  is  produced  in  quantity  by  Bolivia,  but 
the  United  States,  which  has  no  smelting  industry, 
derives  none  of  its  requirements  directly  from  this 
source.'*'  During  the  course  of  the  present  war, 
however,  a  rise  in  price,  or  difficulties  in  obtaining 
the  Far  Eastern  product,  may  result  in  the  estab¬ 
lishment  in  this  country  of  smelters  to  refine  Bo¬ 
livian  tin. 

CONCLUSION 

At  this  stage  of  hostilities  in  Europe,  the  question 
of  the  future  of  United  States-Latin  American 
trade  relations  can  be  posed,  but  it  can  be  answered 
only  in  the  vaguest  of  terms.  Nevertheless,  exam¬ 
ination  of  pre-crisis  commercial  movements  and 
the  record  of  inter-American  trade  during  the 
World  War  leads  to  several  tentative  conclusions. 
With  full  cognizance  of  the  imponderables  in¬ 
volved — most  of  which  can  only  be  eliminated  as 
the  war  progresses — these  may  be  summarized  as 
follows : 

1.  The  war  has  come  at  a  time  when  Western 
Hemisphere  solidarity  is  closer  to  reality  than  ever 
before.  The  high  degree  of  inter-American  coopera¬ 
tion  along  economic  and  financial,  as  well  as  po¬ 
litical,  lines  should  facilitate  a  healthy,  long-term 
readjustment  of  trade  relations  rather  than  a  specu¬ 
lative,  short-term  “war  boom.” 

2.  War  does  not  mean  automatic  prosperity  for 
Latin  America  as  a  whole,  even  though  many  raw 
materials  and  foodstuffs  produced  by  this  area  are 
essential  to  the  conduct  of  hostilities.  A  large  Ger¬ 
man  market  has  been  lost  and,  at  least  in  the  early 

40.  Cf.,  for  example,  The  New  York.  Times,  November  16, 
1939. 

41.  For  a  discussion  of  Bolivian  and  other  Latin  American  tin, 
cf.  “Raw  Material  Resources  of  Latin  America,”  cited,  pp. 
126-27. 


stages  of  the  conflict,  the  maintenance  of  sales  to 
the  Allies  will  be  difficult. 

3.  The  initial  impact  of  the  war  will  vary  con^ 
erably  from  country  to  country  in  Latin  Ameria 
Argentina,  for  example,  may  prosper  immediatdy 
owing  to  increased  demand  and  prices  for  corn, 
wheat,  hides,  wool  and  meat,  while  the  “coffee" 
countries  suffer  from  the  loss  of  trade  in  a  com- 
modity  not  essential  to  the  belligerents.  Hence, 
while  aggregate  purchasing  power  will  tend  to  rise 
as  the  war  progresses  and  United  States  imports  in¬ 
crease,  various  Latin  American  countries  may  be 
hard  pressed  at  first. 

4.  The  United  States  cannot  in  all  cases  directly 
supplant  Germany — or  the  United  Kingdom  for 
that  matter — in  the  Latin  American  import  trade, 
but  its  competitive  position  has  been  materially  en¬ 
hanced.  Under  the  circumstances,  while  Europe  ii 
at  war  and  the  United  States  neutral,  a  marked  a- 
pansion  in  United  States  exports  to  Latin  Ameria 
is  expected.  Judging  from  World  War  experience, 
however,  imports  at  first  should  tend  to  rise  more 
rapidly  than  exports.  This  trend  would  be  ac¬ 
centuated  in  the  event  of  a  “boom”  pericxl  of  pria 
inflation  or  the  concentration  of  industry  on  more 
lucrative  export  business  with  the  Allies.'*^ 

5.  Increased  purchases  of  Latin  American  goods 
by  the  United  States  may  be  supplemented  by  new 
private  loans  and  investments  designed  to  develop 
commodities  of  a  non-competitive  nature  for  ei- 
port  to  this  country.  This,  however,  is  necessarily 
a  slow  process  and,  meanwhile,  the  extension  of 
further  short-term  credits  by  government  agendes 
may  prove  desirable  as  temporary  palliatives. 

6.  The  greatest  hope  for  the  maintenance  of  or 

improvement  in  Latin  American  purchasing  power 
lies  in  larger  sales  to  the  United  States.  While  this 
country  is  not  in  a  position  to  absorb  heavy  quan¬ 
tities  of  such  products  as  grain,  meat,  petroleum 
and  copper.  United  States  imports  of  many  other 
commodities  can  be  increased  both  by  shifting  pur¬ 
chases  to  Latin  America  from  other  foreign  sources, 
and  by  the  heavier  demand  for  industrial  nw 
materials  and  fcxxlstuffs  accompanying  economic 
recovery.  I 

42.  cf.  examples  of  the  steel,  chemical  and  aircraft  industr^ffi 
cited,  p.  226.  |j 
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The  December  25  issue  of  FOREIGN  POLICY  REPORTS  wilt  he  i 

THE  STRUGGLE  FOR  THE  BALKANS  By  John  C.  deWilii 
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